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THOUGHTS ON READING 
A LAWYER’S LETTER 


“J notice that The Corporation Trust 
Company is celebrating its fiftieth year 
in business,” writes Counselor-at-Law 
Lindley Vinton of New York. 


.. + Right, Mr. Vinton. Been going along serving lawyers since 
1892. His letter continues: 


“This calls to mind the fact that this is 
also the fiftieth year since I have been 
doing business with The Corporation 
Trust Company.” 


. .. Ah, that’s a point to give us pause: To have lived for fifty 
years may not be so much, but to have retained through all those 
fifty years the patronage of lawyers like Mr. Vinton, that is some- 
thing we can boast of! His letter goes on: 


“While the life of the Corporation is per- 
petual, my life, now eighty-seven, cannot 
last much longer but I sincerely hope that 
so long as I am able to attend to business 
as a lawyer it shall be with the co- 


operation of your corporation.” 


. .- That is not only something for us to be proud of, but some- 
thing for lawyers who have never used C T services to ponder 
over. Thank you, Mr. Vinton—our one hope is that as long as our 
organization endures, we shall have the pleasure of serving more 
lawyers like you. 


CORPORATION TRUST 


The Corporation Trust Company 
CT Corporation System 


And Associated Companies 
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on the organization, maintenance, conduct, regulation, or taxation of 
business corporations. It will be mailed regularly, postpaid and with- 
out charge, to lawyers, accountants, corporation officials, and others 
interested in corporation matters, upon written request to any of the 
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province of Canada, we: 


1—obrain for lawyers, from 
official sources, any official 
information the lawyer needs 
for incorporating or qualify- 
ingaclient inany jurisdiction: 


2—under the lawyer's direc- 


tion, attend to all clerical 
details of incorporation or 
qualification as each different 
jurisdiction may require—fil- 
ing, recording, advertising, 
holding incorporators’ meet- 
ing, etc.; 





















3—under the lawyer's direc- 
tion, furnish the statutory 
office or agent required for 
either domestic or foreign 
corporation in any jurisdic- 
tion: 




























4—keep attorneys informed 
of all state taxes to be paid 
and reports to be filed bya 
client corporation in the 
state of incorporation and any 
states in which it may qualify 
as a foreign corporation. 
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Having offices or representa- 
tives in every state and territory 
of the United States and in the 
District of Columbiaand inevery 










The associated companies’ loose-leaf service division 








Having completely equipped 
transfer departments at the New 
York, Jersey City and Wilming- 
ton offices we are able to serve 
at whichever office is preferred: 









1—as Transfer or Co-Transfer 
Agent, or Registrar, for the se- 
curities of corporations ; 














2—as Custodian of Securities, Es- 
crow Depositary or_ Depositary 
for Reorganization Committees, 
or Liquidating Agent for corpo- 
rations being dissolved. 






COMMERCE) CLEARING House, Ing, 


NEW YORK CHICAGO WASHINGTON 


EMPIRE STATE BLOG, 214N, MICHIGANAVE. MUNSEY BLDG, 


—compiles and publishes a complete line of Loose Leaf 
Services covering new business laws and taxes, both 
Federal and State. 


Partial List of Fields or Topics Covered 


Federal Taxes + State and Local Taxes + Social 
Security + Liquor Control - Banking ~- Public 
Utilities + Securities + Insurance - Trade Regu- 
lation + Carriers + Aviation + Food, Drugs and 
Cosmetics + Bankruptcy - WarLlaw + Chattel 
Mortgages + Conditional Sales - Labor + Trusts 
and Estates - AccountancyLaw + Congressional 
and Legislative Reporting + U. S. Supreme Court 
Reporting + Canadian Taxes - Inheritance Taxes 
Federal Administrative Procedure 



















A Far Reaching Decision 


In 1932, the Supreme Court of 
the United States held that but 
one state, the state of a decedent’s 
domicile, might impose an inherit- 
ance tax upon shares owned by 
the decedent in an incorporated 
company in the case of First 
National Bank of Boston v. Maine, 
284 U. S. 312. This decision was 
specifically overruled on April 27, 
1942, by the Supreme Court in 
State Tax Commission of Utah v. 
Aldrich et al.,1 when the court said 
that “there is no constitutional 
rule of immunity from taxation of 
intangibles by more than one 
State. In case of shares of stock 
‘jurisdiction to tax’ is not restricted 
to the domiciliary State. Another 
State which has extended benefits 
or protection or which can demon- 
strate ‘the practical effect of its 
power’ or sovereignty as respects 
the shares may likewise constitu- 
tionally make its exaction.” The 
court ruled that Utah was not 
precluded by the Fourteenth 
Amendment from imposing a tax 
upon a transfer by death of shares 
of stock in a Utah corporation, 
forming part of the estate of a 
decedent who, at the time of his 
death, was domiciled in New York 
and held there the certificates 
representing those shares. 


It is difficult to weigh the effects 
of so far reaching a decision. It is 


*62 S. Ct. 1008. 


indicated, however, that the states 
in which companies are incor- 
porated may, if they determine to 
do so, impose a tax upon a transfer 
by death where the shares of the 
corporations they have created are 
owned by non-resident decedents— 
unless there is a constitutional pro- 
hibition against the imposition of 
such a tax. For instance, in Dela- 
ware, Section 6 of Article IX of 
the State Constitution has con- 
tained a provision since 1903 read- 
ing as follows: “Shares of the 
capital stock of corporations created 
under the laws of this State, when 
owned by persons or corporations 
without this state, shall not be 
subject to taxation by any law 
now existing or hereafter to be 
made.” 

Whether states, which do not 
have such a constitutional restric- 
tion will, either immediately or 
ultimately, take advantage of the 
right to impose such a tax upon 
their own corporations, cannot be 
predicted. In any event, it seems 
certain that confusions as to the 
state laws with respect to death 
taxes, which appeared to have 
been resolved in 1932 by the First 
National Bank of Boston decision, 
will sooner or later arise again 
as a result of the recent decision 
permitting more than one state to 
levy such taxes. 
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Domestic Corporations 


Delaware. 


Stockholder, in pursuing right to inspect corporate books, held not 
necessarily required to make demand at principal office in Delaware, 
and therefore may make demand in another state where business is 
conducted. The relator, a stockholder in the respondent Delaware 
corporation, appointed, one Henry Nicholson as his agent to inspect 
the respondent’s stock ledger for the purpose of making extracts 
therefrom. This agent visited the Philadelphia office of the company, 
presented the written authority to a vice-president and requested 
to see the stock ledger for the purpose of making a copy of the names, 
addresses and holdings of each stockholder. That officer stated the 
agent could not see the list unless the Securities and Exchange Com- 
mission gave permission. The relator filed a petition with the 
Delaware Superior Court, New Castle County, and obtained an order 
directing the issue of a summons requiring the defendant to appear 
and file an answer on June 24, 1941. The respondent filed no answer, 
but moved to dismiss the petition. This motion was denied by the 
court, which ruled that under Sec. 29 of the General Corporaiion Law 
the petitioner had a clear legal right to inspect the books, indicating 
that the statute does not require that the demand be made at the 
principal office of the corporation in Delaware and nowhere else, 
and there meet a refusal. “Undoubtedly,” observed the court, “a 
corporation may be approached, and may answer, at the place where 
it conducts its business.” The court regarded the demand as refused 
for an insufficient reason and said that “the objection that it was 
not made at the respondent’s statutory office in this state is frivolous.” 
State of Delaware v. Sentry Safety Control Corporation, 24 A. 2d 587. 
Commerce Clearing House Court Decisions Requisition No. 276676. 
Joseph A. L. Errigo of Wilmington, for the petitioner. Stewart 
Lynch of Wilmington, for the respondent. 


. 


Kentucky. 


Recapitalization plan, providing for optional exchange of outstand- 
ing preferred and Class A common, on both of which dividends were 
in default, for new prior preferred stock and cash, approved by Court 
of Appeals. Appellants instituted suit under the Declaratory Judg- 
ment Act for a declaration of the rights of the parties with respect 
to appellee corporation’s right to carry into effect a proposed plan 
of recapitalization by amending the articles of incorporation to 
authorize the issuance of a specified number of shares of new prior 
preferred stock with priority over the present outstanding preferred 
stock, Class A common stock, and Class B common stock as to divi- 
dends, etc. The company had outstanding: 14,136 shares of 20,000 
authorized shares of $100 par value 6% cumulative preferred stock; 
45,465 shares of 50,000 authorized shares of Class A $10 par value 
common stock, and 112,012 shares of 200,000 authorized shares of 
$10 par value of Class B common stock. The preferred stock carried 
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an annual 6% cumulative dividend rate, payable quarterly and no 
dividend could be paid on or set apart to Class A or Class B common 
stock until all accrued and unpaid dividends on the preferred stock 
had been fully paid or set apart for payment. The Class A common 
stock carried an annual cumulative dividend rate of $3.20 per share 
payable quarterly, which was to be paid on or set apart before any 
dividend could be paid on or set apart to the Class B common stock. 
After there had been paid on or set apart to Class B common in any 
one year a cash dividend of $1.60 per share, or a stock dividend at 
the rate of 7%, then the Class A common was entitled to participate 
equally as a class with the Class B common as a class in all addi- 
tional dividends declared or paid in that year. As of January 1, 1942, 
the company was in default in the payment of more than four quar- 
terly dividends on its preferred stock, such defaulted dividends 
aggregating $17.25 per share, and it was also in default in the pay- 
ment of more than four quarterly dividends on the Class A common 
stock, such defaulted dividends aggregating $16.00 per share. The 
plan of reorganization contemplated the offering, in exchange for 
each share of the preferred stock outstanding, four shares of new 
5% cumulative prior preferred stock of the par value of $25.00 per 
share, with priority over the present preferred, Class A and Class B 
common as to dividends, plus the sum of $17.25 in cash; also offering 
in exchange for each share of the outstanding Class A common one 
and one-fifth shares of the new preferred, plus $16.00 in cash. The 
plan also proposed the amendment of the articles of incorporation, 
reducing the number of the authorized shares of the preferred and 
Class A common to the number of shares outstanding after the com- 
pletion of the exchange program. Appellants owned shares of cach 
type of stock outstanding. The Kentucky Court of Appeals, after 
an examination of the plan of reorganization, found no constitu- 
tional or statutory objection to the plan. “The plan here involved,” 
observed the court, “specifically requires the written consent or 
affirmative vote of two-thirds of the classes of stock involved but 
does not purport to be compulsory or coercive but leaves it to the 
will and pleasure of the stockholders.” J‘rancke et al. v. Axton-Fisher 
Tobacco Co., 160 S. W. 2d 23. Wilbur Fields of Louisville, for 
appellants. Woodward, Dawson & Hobson of Louisville, for 


appellee. Commerce Clearing House Court Decisions Requisition 
No. 277292. 


New Jersey. 


Payment of common stock dividend restrained pending provision 
for deficiency in dividends on preferred stock for a prior year. 
Recently, a Vice Chancellor has restrained a corporation from making 
payment of a dividend which had been declared upon its common 
stock until it provided for a deficiency in dividends upon its 7% non- 
cumulative preferred stock for a previous year to the extent that 
the surplus net profits for that year were sufficient to pay the 
deficiency. Cintas v. American Car & Foundry Co., 25 A. 2d 418. 
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Commerce Clearing House Court Decisions Requisition No. 280378. 
Milton M. Unger, of Newark, solicitor for complainant. Wall, 
Haight, Carey & Hartpence, of Jersey City, solicitors for defendant. 


New York. 


Voting trust certificate holder’s right to obtain list of certificate 
holders from voting trustees held to depend largely upon the terms 
of the voting trust agreement. In Brentmore Estates, Inc. v. Hotel 
Barbizon, Inc. et al., 29 N. Y. S. 2d 830, (The Corporation Journal, 
December, 1941, page 54), the New York Supreme Court, Special 
Term, New York County, granted an order to a voting trust cer- 
tificate holder, the petitioner, directing the respondent officers and 
voting trustees to furnish a list of voting trust certificate holders 
or the calling of a meeting of such holders to determine if such a 
list should be furnished. Upon appeal, the Appellate Division, First 
Department, observed that the rights of the voting trust certificate 
holder in such a connection must largely depend on the provisions of 
the voting trust agreement. “Being a matter of agreement,”. said 
the court, “the extent of alienation of legal title and of other property 
rights could be controlled by any appropriate and reasonable provi- 
sion which the parties cared to make which did not bring the object 
of the agreement in conflict with the limitations of the statute. 
Accordingly the nature and extent of the rights which the beneficial 
owner reserved can only be ascertained by reference to the trust 
agreement itself, considering the same in the light of the limitations 
of the statute.” Noting that the action was in the nature of the 
former writ of mandamus, the court stressed that “mandamus is not 
to be used to enforce mere contract rights,” and therefore the peti- 
tioner could not prevail in this proceeding on the basis of any rights 
granted a stockholder under Sec. 10 of the Stock Corporation Law 
to inspect the stock books of his company. The court then mentioned 
a stockholder’s common law right of inspection as enforceable by 
mandamus in the discretion of the Supreme Court of the state, and 
concluded that the provisions of the agreement might affect the 
exercise of the court’s discretion. The text of the voting trust agree- 
ment not being before the court, it did not rule upon the extent of 
the petitioner’s rights and indicated that a motion to dismiss the 
petition on its face was properly denied by the trial court. Brentmore 
Estates, Inc. v. Hotel Barbizon, Inc. ct al., 33 N. Y. S. 2d 331. Com- 
merce Clearing House Court Decisions Requisition No. 276663. 
Sylvester & Harris (Sidney Harris, of counsel; Charles L. Sylvester 
and Sidney G. Kingsley, on the brief), of New York City, for appel- 
lant. Goldwater & Flynn (Arthur C. Parker, of counsel; Monroe 
Goldwater, on the brief), of New York City, for respondents. (Note: 
Sec. 50 of the New York Stock Corporation Law has been amended by 
Ch. 741, L. 1942, to require voting trustecs of stock of a New York com- 
pany to maintain a certificate book, containing the names and other data 
relative to certificate holders, which is to be open to the inspection of 
such holders under circumstances which are outlined.) 
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Temporary injunction granted where defendant’s products bore a 
name similar to plaintiff’s corporate name. Plaintift’s business had 
been founded at Paris, France, in 1859. A branch office was estab- 
lished in New York City in 1909 and the American business was 
incorporated in 1919, the name, “Cartier, Inc.,” being chosen because 
it was a family name associated with the business since 1859. This 
was also the name of plaintiff’s president. Its main industry was 
the sale of jewelry. It sought in this action to restrain defendant 
New York corporation from selling a perfumery product which it 
called “Chartier.” The New York Supreme Court, Special Term, 
New York County, granted a temporary injunction restraining defend- 
ant from using the name, “Chartier,” on its products, under Section 
877, Civil Practice Act, remarking: “The similarity between the 
names ‘Cartier’ and ‘Chartier’ is apparent. There is but one letter’s 
difference in the two. On this application it is obvious that not only 
were the plaintiff's rights infringed, with the possibility that the work 
of four generations may be injured by the activities of the defendant, 
but there is also proof that the general public can be, and probably 
would be, deceived by the similarity of names and the similarity of 
appearance of the containers, into buying the product of the defend- 
ant in the belief that they were buying the product of the plaintiff. 
Neither of these results is desirable. Both the plaintiff and the public 
should be protected by this court in their right to fair treatment.” 
Cartier, Inc. v. Parfums Blanchard, Inc., 32 N. Y. S. 2d 15. Choate, 
Byrd, Leon & Garretson of New York City, for plaintiff. Whitman, 
Ransom, Coulson & Goetz of New York City, for defendant. 


Foreign Corporations 


Alabama. 


Foreign corporation with principal place of business in Alabama, 
where contract of insurance was entered into on property in South 
Carolina, regarded as doing business in Alabama. Plaintiff, a Michi- 
gan corporation, not licensed to do business in Alabama, sought to 
recover from defendant insurance company in an Alabama court ona 
policy taken out in Alabama covering improvements made by plain- 
tiff on a building in South Carolina, leased by plaintiff as a moving 
picture theatre, the building having been destroyed by fire. The 
plaintiff had its principal place of business at Talladega, Alabama. 
The Supreme Court of Alabama indicated that the question for con- 
sideration was whether or not the plaintiff was doing business in 
Alabama in violation of law in the procuring of the contract of insur- 
ance in Alabama on its properties located in South Carolina. That 
court reversed a judgment of the lower court for the plaintiff and 
remanded the cause, observing: “It is true that the instant plaintiff 
company had not subjected itself to local control in Alabama by com- 
pliance with its foreign corporation laws hereinbefore set out, but 
had so subjected itself to such laws by maintenance of its main office 
of business and taking out of insurance at its Talladega, Alabama, 
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place of business under its charter exhibited to the plea. These 
matters were within the police powers and bounds of control of the 
State of Alabama and were sought to be duly pleaded in the trial 
court, which was denied.” Royal Insurance Co., Ltd. v. All States 
Theatres, Inc., 6 So. 2d 494. Coleman, Spain, Stewart & Davies of 
Birmingham, for appellant. C. W. Stringer of Talladega, for appellee. 


Arkansas. 


Accepting oil lease and relying upon expectant production in 
Arkansas for compensation under an Oklahoma contract, held not 
doing business. In an action in which the State of Arkansas sought 
to recover a penalty of $2,500 from an Oklahoma company for having 
transacted business in Arkansas without being licensed as a foreign 
corporation, the evidence showed the company had supplied 1,500 
feet of casing for an Arkansas well to a company in that state under 
a rental agreement, made in Oklahoma, with a right to reclaim the 
casing if the well did not produce oil, and, in addition, an assignment 
of royalty interests was to be made to the defendant, which employed 
one Hall “to ‘pull’ the casing,” and do certain supervisory work. The 
Supreme Court of Arkansas ordered the cause dismissed, saying: 
“Because the statute is highly penal it should not be invoked except 
in cases where the evidence warrants a belief that the corporation is, 
in fact, doing business within the state. Accepting oil leases and 
relying upon expectant production for compensation under a contract 
made in Oklahoma is not a transaction detrimental to public welfare. 
At most the Oklahoma corporation was only looking alter develop- 
ment of property in which it had an interest in expectancy, and the 
activities of Hall were nothing more than precautionary supervision 
in respect of personal property let to Arkansas Oil and Mining Com- 
pany on terms that might, or might not, produce returns. It was a 
speculative venture carried out pursuant to an Oklahoma contract.’ 
Murray Tool & Supply Co. v. State, for Use and Benefit of Crawford 
County,* 159 S. W. 2d 71. Fist, Duberry & Bragg of Tulsa, Okla., 

and R. S. Wilson of Van Buren, for appellant. Ray Blair of Paris 
and Carl K. Creekmore of Van Buren, for appellee. 


* The full text of this opinion is printed in The Corporation Tax Service, 
Arkansas, page 549. 


Kentucky. 


Service upon subsidiary as agent for unlicensed parent corporation 
set aside in tort action where separate entities were maintained. 
Defendant, a Pennsylvania magazine publishing company, not licensed 
in Kentucky, moved, in a tort action, to quash service of summons 
effected upon it by serving an agent of a subsidiary, with a name 
almost identical to that of defendant, licensed in Kentucky, which 
sold defendant’s magazines there. The United States District Court, 
W. D., Kentucky granted the motion, finding that not only was there 
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a distinct separation of activities of the two companies, but there was 
also a distinct separation of corporate books and records. The court 
remarked that “it is well settled that the ownership by a parent cor- 
poration of the stock in a subsidiary corporation which is engaged in 
business in a particular state does not by itself constitute a doing of 
business in that state by the parent corporation. This is true even 
though the names of the two corporations may be very similar.” The 
court observed that it was not shown that the two corporations in 
their business relations with each other acted in any way other than 
as separate legal entities in a fair and reasonable way and concluded 
that, while suit had evidently been brought against the proper cor- 
poration, “that service has not yet been made upon any officer or 
agent of that defendant in Kentucky. On the contrary, the individual 
served is admittedly not an officer or agent of the defendant.” A/oore- 
head v. Curtis Publishing Co., 43 F. Supp. 67. William S. Heidenberg 
of Louisville, for plaintiff. Doolan, Helm, Stites & Wood of Louisville, 
for defendant. 


Mississippi. 

Where foreign corporation’s distributor in state agreed to keep 
instruments sold in repair, under separate agreement between dis- 
tributor and purchaser, transaction remained interstate, upon which 
foreign corporation could sue. Appellee, an unlicensed Illinois cor- 
poration, sued to foreclose a chattel mortgage for the purchase price 
of certain phonograph instruments which it had sold to appellants 
through a nonresident distributing agent. Appellants contended suit 
could not be maintained, under the statutes, as the corporation was 
doing business in the state. The evidence indicated that the dis- 
tributor, by a separate transaction, unconnected with the appellee, 
undertook to and did keep the instruments in repair at the distribu- 
tor’s expense and by its own employes. The Mississippi Supreme 
Court, affirming a judgment for the appellee, ruled that “the sale of 
the property, for the purchase price of which this suit was brought, 
Was an interstate transaction; and it was not made otherwise, so far 
as appellee was concerned, by the fact that the distributor by its own 
separate and independent action undertook to service the instruments, 
and performed its agreements.” The court distinguished between its 
conclusion in this case and its ruling in 1940 in Case v. Mills Novelty 
Co., 193 So. 625, (The Corporation Journal, May, 1940, page 177), 
where it held than an instalment sale, which was otherwise interstate, 
was to be regarded as an intrastate transaction, when it involved 
the keeping of machinery sold in repair for one year by the seller. 
J.P. Smith et al. v. J. P. Secburg Corporation,* 6 So. 2d 591. Commerce 
Clearing House Court Decisions Requisition No. 277715. Will S. 
Wells of Jackson, for appellant. Heidelberg & Gordon of Jackson, 

for appellee. 


* The full text of this opinion is printed in The Corporation Tax Service, 
Mississippi, page 501. 
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New York. 


Court denies demand of stockholders of a foreign corporation for 
declaration of dividend. Stockholders of a New Jersey corporation 
instituted this action in the Supreme Court, New York County, to 
compel a declaration of a dividend on the theory that the surplus 
shown on the balance sheet of the defendant company indicated large 
investments in securities which were not necessary for corporate 
purpose and which were therefore available for dividends. Upon 
appeal, the New York Supreme Court, Appellate Division, First 
Department, indicated that the courts of New York would not take 
jurisdiction, since this was a matter involving the internal manage- 
ment of the corporation. The court added: “The fact that the 
records of the Company are kept in New York City is no reason for 
departing from the usual rule. The production of all records can 
easily be compelled by the courts of New Jersey through their control 
over the corporation.” Strassburger v. Singer Mfg. Co. et al.,33 N.Y.S. 
2d 424. Davis, Polk, Wardwell, Gardiner & Reed (Theodore Kiendl, 
of counsel ; Porter R. Chandler and Howard S. Tuthill, Jr., on the brief), 
of New York City, for appellants. Arthur Richenthal (A. Lincoln 
Lavine, of counsel), of New York City, for respondents. 


Action against licensed foreign corporation involving its internal 
affairs, dismissed. In Colien et al. v. American Window Glass Com- 
pany, 41 F. Supp. 48, (The Corporation Journal, December, 1941, 
page 59), the United States District Court, Southern District of New 
York, held service of process upon a licensed foreign corporation 
ineffective where made upon a salesman and also upon the secretary 
of state, in a cause of action arising out of the state. Upon appeal, 
the United States Circuit Court of Appeals, Second Circuit, has 
affirmed the District Court with some modification. It agreed with 
the lower court that the salesman was not a proper representative 
who could be served. The District Court had ruled that service upon 
a state official as statutory agent was invalid as to causes of action 
arising out of the state, concluding that the New York statute does 
not “expressly” cover foreign causes of action. The Circuit Court 
of Appeals, however, after examining into the history of the provi- 
sions of the Civil Practice Act and of the General Corporation Law 
permitting service upon the secretary of state, concluded that service 
on that official was authorized by the New York law and was valid. 
“We turn, then,” said the court, “to the question of whether or not 
this is a type of action which a federal court in New York ought to 
consider. Plaintiffs, holders of class A cumulative 7% stock, allege 
that a dividend of $699,125 paid in 1937 on the 7% preferred stock 
was illegal under Pennsylvania law when declared and hence is recover- 
able by the corporation from the directors, and that a proposed merger 
approved by the directors on June 19, 1941, is illegal and inequitable 
under Pennsylvania law. In addition to their prayer that these two 
transactions be declared illegal, plaintiffs ask that the stockholders 
be enjoined from approving the plan and that ‘a receiver, a resident 
of the Commonwealth of Pennsylvania, be appointed * * * with 
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such power and authority as to wind up the corporate affairs as shall 
be necessary in the premises.” This clearly shows that plaintiffs 
desire action most extensive. One can hardly imagine a more com- 
plete interference with the internal affairs of a foreign corporation.” 
Indicating that a Pennsylvania court was the proper tribunal, and 
that “plaintiff and others have a comprehensive suit pending in the 
Allegheny Court of Common Pleas in Pennsylvania and that the action 
before us is not at all necessary to safeguard their rights,” the 
action was ordered dismissed. Cohen et al. v. American Window Glass 
Company, United States Circuit Court of Appeals, Second Circuit, 
Iebruary 26, 1942. Commerce Clearing House Court Decisions Requisi- 
ition No. 276834. Meyer Kraushaar of New York City, for plaintiffs- 
appellants. Arthur L. Brenner (Van Vorst, Siegel & Smith, on the 
brief), of New York City, for defendant-appellee. 

Bonus plans of foreign corporation for distributions to executives 
and employees reviewed by Federal court. The United States Dis- 
trict Court, Southern District of New York, recently reviewed Gen- 
eral Motors Corporation bonus plans for distributions to executives 
and employees in a suit which was a consolidation of several actions 
brought by minority stockholders against the corporation, its officers 
and directors, in a very lengthy opinion rendered in Winkelman et al. 
v. General Motors Corporation et al., decided April 10, 1942. Com- 
merce Clearing House Court Decisions Requisition No. 279917, 


Pennsylvania. 


Foreign corporation, engaged exclusively in foreign commerce held 
not obliged to register to do business as a foreign corporation in 
order to obtain benefits or privileges under Workmen’s Compen- 
sation Act. This action was brought by a forcign business corporation, 
engaged exclusively in foreign commerce with respect to Pennsylvania, 
to determine whether it could be compelled by the Department adminis- 
tering the Workmen’s Compensation Act, to register with the Secre- 
tary of the Commonwealth as a foreign ‘corporation in order to be 
entitled to privileges or benefits under that act, particularly the privi- 
lege of self-insurance. The Pennsylvania Supreme Court, Middle 
District, affirmed a ruling by the Dauphin County Court of Common 
Pleas in favor of the corporation. Referring to the company, the 
higher court said: “It is a corporation engaged exclusively in foreign 
commerce, with its principal office in Boston, and it requires no 
authority from this state to carry on its business.” “The Depart- 
ment of Labor and Industry has no right to impose an arbitrary con- 
dition upon the granting of a permit for self-insurance to which the 
company is entitled as of right in the absence of any question as to 
its financial responsibility.” United Fruit Company v. Department of 
Labor and Industry, Vennsylvania Supreme Court, Middle District, 
March 23, 1942. Claude T. Reno, Attorney General, M. Louise Ruther- 
ford and Orville Bornw, Deputy Attorneys General, of Harrisburg, 
for appellant. S. B. Fortenbaugh, Jr., Shields, Clark, Rrown & 
McCowan of Philadelphia, for appellee. CCH Req. No. 279212. 
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Taxation 
Missouri. 


Dividends and interest received by Missouri company on stocks - 
and bonds owned in foreign corporations held not taxable for Missouri 
Income Tax purposes. This action was instituted to abate additional 
assessments made for income tax purposes against the respondent 
Missouri company upon dividends received at its Missouri office 
upon (1) stocks owned in eight foreign corporations, only one of 
which was licensed in Missouri and (2) interest on bonds of an Illinois 
company which did no business in Missouri. The bonds were not 
secured by any lien on Missouri property and were deposited with a 
Missouri bank as security for certain of respondent’s bonds. The 
Missouri Supreme Court ruled in favor of the taxpayer in upholding 
the setting aside of the additional assessments on these subjects by 
the lower court. As to the dividends, the court observed: “In the 
field of income taxation in particular it is important to penetrate 
beyond legal fictions and academic jurisprudence to the economic 
realities of the cases. It is conceded that the actual expenditure of 
labor and the actual use of capital which gave rise to the income 
represented by these dividends took place outside the State of Missouri. 
We are forced to the conclusion therefore that the source of this 
income was outside the state and dividends received by the taxpayer 
should not be included in its gross income for the purpose of com- 
puting its Missouri income tax.” As to the taxation of the bond 
interest, the court remarked: “The legislature has specifically seen 
fit to include in taxable income certain items of interest received, 
making due allowance by proper exceptions to prevent double taxa- 
tion; but it has specifically provided for the inclusion of such interest 
when the payer thereof is a resident and when the obligation is 
secured by a lien on Missouri property. The specific inclusion of 
such interest is an implied exclusion of interest derived from a person 
or corporation not a resident of the state when the same is not con- 
nected with an obligation secured by a lien on Missouri property.” 
Matter of Union Electric Company of Missouri,* Missouri Supreme 
Court, March 10, 1942. Commerce Clearing House Court Decisions 
Requisition No. 277525. 
































* The full text of this opinion is printed in The Corporation Tax Service, 
Missouri, page 1626. 


Utah. 


Supreme Court of the United States rules in estate tax case that 
there is no constitutional rule of immunity from taxation of intangi- 
bles by more than one state. First National Bank v. Maine deci- 
sion overruled. “The sole question presented by this case,” said the 
Supreme Court of the United States, “is whether the State of Utah 
is precluded by the Fourteenth Amendment from imposing a tax 
upon a transfer by death of shares of stock in a Utah corporation, 
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forming part of the estate of a decedent who, at the time of his death, 
was domiciled in the State of New York and held there the certificates 
representing those shares.” Ruling that the State of Utah was not 
so restricted, the court concluded that “there is no constitutional rule 
of immunity from taxation of intangibles by more than one State. 
In case of shares of stock ‘jurisdiction to tax’ is not restricted to the 
domiciliary State. Another State which has extended benefits or 
protection or which can demonstrate ‘the practical fact of its power’ 
or sovereignty as respects the shares (Blackstone v. Miller, p. 205) 
may likewise constitutionally make its exaction.” The court specifically 
overruled First National Bank v. Maine, 284 U. S. 312. State Tax 
Commission of Utah v. Aldrich et al., Administrators, etc., 62 S. Ct. 
1008. Commerce Clearing House Court Decisions Requisition No. 
280731. J. Lambert Gibson and Garfield O. Anderson of Salt Lake 


City, for petitioner. Melber Chambers of New York City, for 
respondents. 


Appealed to The Supreme Court 


The following cases previously digested in The Corporation Journal have 
been appealed to The Supreme Court of the United States.* 

TFeperRAL. Docket No. 894. Helvering, Commissioner of Internal 
Revenue v. Sprouse, 122 F. 2d 973. (The Corporation Journal, April, 
1942, page 158.) Federal income tax—stock dividend paid in non- 
voting common stock of corporation. Appeal filed, January 21, 1942. 
Certiorari denied, March 2, 1942. Petition for rehearing denied, March 
30, 1942. Order denying certiorari vacated, and petition for writ of 
certiorari granted, May 11, 1942. 

FEDERAL. Docket No. 1100. Strassburger v. Commissioner of 
Internal Revenue, 124 F. 2d 315. (The Corporation Journal, March, 
1942, page 134.) Federal income tax—stock dividend in preferred 
stock declared by corporation which had only one class of stock out- 
standing, all owned by one person. Appeal filed, April 3, 1942. Certi- 
orari granted, May 11, 1942. 

Maryann, Docket No. 1021. Powell et al. v. Maryland Trust Com- 
pany, 125 F. 2d 260. (The Corporation Journal, May, 1942, page 175.) 
Receivership of railway company—stock pledged under mortgage— 
trustee’s right to receive cash and stock dividends. Appeal filed, March 
6,1942. Certiorari denied, April 27, 1942. 

Utan. Docket No. 814. State Tax Commission of Utah v. Aldrich 
et al., 116 P. 2d 923. Utah estate tax—application to transfer of stock 
in Utah corporation owned by nonresident. Appeal filed, December 24, 
1941. Certiorari granted, January 12, 1942. Argued, March 12, 1942. 
Reversed, April 27, 1942. (Sce pages 197 and 208.) 


* Data compiled from CCH U. S. Supreme Court Service, 1941-1942. 


CO 





The Corporation Journal 


Regulations and Rulings 


CALIFORNIA—The Attorney General of California has ruled that 
insurance companies admitted to transact business in California must 
comply with Section 405, Civil Code, by filing articles of incorporation 
with the Secretary of State, this requirement being in addition to a 
like filing of articles with the Insurance Commissioner. (California CT 
(Corporation Tax) Service, J .408.) 

District Of CoLtumBlia—The Corporation Counsel has indicated 
that the mere submission of bids to the Federal Government or negotia- 
tion of contracts with the Army, Navy or other defense units is not 
such a commercial activity in the District of Columbia as to require 
a corporation license, and that income from the sale of personal prop- 
erty is considered as having its “source” at the place where the sale is 
made, while income from the performance of labor or personal services 
has its “source” at the place where the services are performed. (Dis- 
trict of Columbia CT Service, J 19-088.) 

LouisiaNA—The New Orleans Department of Public Finance has 
recently issued regulations for the assistance of taxpayers in comply- 
ing with the New Orleans city sales and use tax requirements. 
(Louisiana CT, Pars. 64-000 et seq.) 

MaryYLanp—Corporate existence begins when a certificate of incor- 
poration is duly filed with the State Tax Commission, and it is not 
affected by delay in the delivery of the certified copy of the certificate 
to the Clerk of the Circuit Court. (Opinion of Attorney Gencral to 
State Tax Commission, Maryland CT, § .412.) 

MicuiGan—The Department of Revenue has set up a new formula 
to be used in allocating taxable intangibles to the state for intangible 
tax purposes. This provides for the obtaining of three percentages 
according to the relation of Michigan physical properties, payrolls and 
sales to the total respective physical properties, payrolls and sales, and 
the applying of the average of these percentages to the total intangibles 
owned. (Michigan CT, § 29-004.) 

New York City—The City Collector’s office is construing the 
New York City Occupancy Tax as applying to garage space utilized 
for storage of commercial vehicles used in connection with a business. 
(New York CT, Par. 220-201.) 

The retreading or recapping of tires belonging to others is deemed 
to be a service upon the receipts from which the New York City sales 
tax is not imposed. Persons performing such services are deemed ulti- 
mate consumers and are required to pay the tax on materials and sup- 
plies used in performing such services. (Ruling of Special Deputy 
Comptroller, New York CT, § 220-190.) (Note: Reprinted trom 
page 187 of The Corporation Journal, May, 1942, to correct statement 
appearing there that matcrials and supplies used in performing the 
services were not taxable.) 

Tennessre—The Attorney General has ruled that a contractor 
must domesticate in Tennessee before engaging in construction work 


on an Army Camp situated partly within and partly without Tennessee. 
(Tennessee CT, { .012.) 
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Some Important Matters for 
June, July, August, September and October 


This Calendar does not purport to be a complete calendar of all matters 
requiring attention by corporations in any given state. It is a condensed calendar 
of the more important requirements covered by the State Report and Tax Bulletins 
of The Corporation Trust Company. Attorneys interested in being furnished 
with timely and complete information regarding all state requirements in any 
one or more states, including information regarding forms, practices and rulings, 
may obtain details from any office of The Corporation Trust Company or C T 
Corporation System. 

ArizoNA—Report to Corporation Commission and Registration Fee 
due during June——Domestic and Foreign Corporations. 

ArkansaS—Anti-Trust Affidavit due on or befure August 1.—Domestic 
and Foreign Corporations. 

Annual Franchise Tax due on or before August 10.— 
Domestic and Foreign Corporations. 

CaLirorniA—Quarterly Retail Sales Tax Returns and Payments due 
on or before July 15 and October 15.—Domestic and Foreign 
Corporations. 

Franchise Tax based on net income. Second instalment due 
on or before September 15.—Domestic and Foreign Corporations. 

Connecticut—Annual Report due on or before August 15 (if corpora- 
tion was organized or qualified between July 1 and December 31 
of any previous year).—Domestic and Foreign Corporations. 

Annual Franchise Tax due between April 1 and July 1.— 
Domestic Corporations. 

FLoripa—Annual Report and Fee due on or before July 1—Domestic 
and Foreign Corporations. 

Georcia—Certified Statement for Registration due on or before Novem- 
ber 1—Domestic and Foreign Corporations. 

IpaHoO—Annual Statement and Annual License Tax due between July 1 
and September 1.—Domestic and Foreign Corporations. 
IttrNo1s—Annual Franchise Tax due on or before July 1, but may be 
paid up to July 31 without penalty—Domestic and Foreign 

Corporations. 

InDIANA—Annual Report due within 30 days after June 30.—Domestic 
and Foreign Corporations. 

Quarterly Gross Income Tax Returns and Payments due on 
or before July 15 and October 15.—Domestic and Foreign 
Corporations, 

Iowa—Annual Report due between July 1 and August 1.—Domestic 
and Foreign Corporations. 

Statement of Capital and Property Increase due at the time 
of filing the Annual Report in July.—Foreign Corporations. 

Report of Transfers of Stock due on or before July 1.— 
Domestic Corporations. 

Quarterly Retail Sales Tax Returns and Payments due on 
or before July 20 and October 20.—Domestic and Foreign 
Corporations. 
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KEentTucKy—Statement of Existence due on or before July 1—Foreign 
Corporations. 

Verification Report as to Process Agent due on or before 
July 1.—Domestic and Foreign Corporations. 

List of Resident Stockholders and Bondholders due on or 
before August 1.—Domestic and Foreign Corporations. 

Louis1aNA—Franchise Tax Report and Tax due on or before October 1. 
—Domestic and Foreign Corporations. 

Matne—Annual Franchise Tax due September 1; delinquent one 
month later.—Domestic Corporations. 

Massacuusetts—Second Instalment of Excise Tax due on or before 
October 20.—Domestic and Foreign Corporations. 

Micuican—Annual Report and Franchise Tax due during July and 
August.—Domestic and Foreign Corporations. 

Report of Unclaimed Moneys, Securities, Credits, etc., due 
on or before June 30.—Domestic and Foreign Corporations. 

Mississipe1—Annual Report and Fee to Factory Inspector due in July. 
—Domestic and Foreign Corporations employing 5 or more 
persons in Mississippi. 

Annual Franchise Tax Report and Tax due on or before 
July 15.—Domestic and Foreign Corporations. 

Missourr—Annual Statement, Registration and Anti-Trust Affidavit 
due during July—Domestic and Foreign Corporations. 

Montana—Annual License Tax Based on net income due on or before 
June 15.—Domestic and Foreign Corporations. 

NespraskA—Annual Report and Franchise (Occupation) Tax due on 
or before July 1—Domestic Corporations. 

Annual Report and Franchise (Occupation) Tax due dur- 
ing July.—Forcign Corporations. 

Nevapa—Annual List of Officers and Designation and Acceptance of 
Resident Agent due on or before July 1—Domestic and Forcign 
Corporations. 

New Jersey—Franchise Tax Return and Tax due on or before 
August 15.—Foreign Corporations. 

Nortu CarotrinA—Annual Franchise Tax Report and Tax due on or 
before July 31.—Domestic and Foreign Corporations. 

NortH Daxota—Corporation Report due during July.—Domestic 
Corporations. 

Quarterly Retail Sales Tax Returns and Payments due on 
or before July 20 and October 20.—Domestic and Foreign 
Corporations. 

Oxnt1o—Annual Franchise Tax due on or before July 15.—Domestic 
and Foreign Corporations. 

Retail Sales Tax Returns and Vendors’ Excise Tax due on 
or before July 31—Domestic and Foreign Corporations. 
Oxtanoma—Annual Capital Stock Affidavit due between July 1 and 

August 1.—Foreign Corporations. 

Annual License Tax Report and Tax due on or before 

August 31.—Domestic and Foreign Corporations. 
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Orecon—Annual Report due during June—Domestic and Foreign 

Corporations. 

Annual License Fee due within 30 days after July 15.— 
Domestic Corporations. 

Annual License Fee due between July 1 and August 15.— 
Foreign Corporations. 

Ruopve IsLanp—Corporate Excess Tax normally due July 1 and delin- 
quent after July 15 but extended to September 1 in 1942.— 
Domestic and Foreign Corporations. 

Semi-Annual Report to Director of Labor due in October 
and April.—Domestic and Foreign Corporations employing 
five or more persons in Rhode Island. 

TENNESSEE—Annual Privilege (Franchise) Tax Return and Payment, 
Annual Report and Tax and Excise Tax Report and Tax due on 
or before July 1—Domestic and Foreign Corporations. 

Report of dividends paid to residents due on or before 
July 1—Domestic and Foreign Corporations. 

Unitep States—Second and Third Instalments of Income Tax due 
June 15 and September 15, respectively —Domestic Corporations 
and Foreign Corporations having offices or places of business 
in the United States. 

Capital Stock Tax Returns and Payment due on or before 
July 31—Domestic and Foreign Corporations. 

Utan—Annual Report to the Industrial Commission due in July.— 
Domestic and Foreign Corporations employing 3 or more persons 
in Utah. 

WasHINGToN—License Fee due on or before July 1—Domestic and 
Foreign Corporations. 

West Vircinta—License Tax Statement due on or before July 1— 
Domestic Corporations. 

Annual License Tax due on or before July 1—Domestic and 
Foreign Corporations. 

Fee to State Auditor as Attorney in Fact due on or before 
July 1—Foreign Corporations and those domestic corporations 
whose principal places of business or chief works are located in 
other states. 

Quarterly Business and Occupation (Gross Sales) Tax 
Returns and Payments due on or before July 30 and October 30. 
—Domestic and Foreign Corporations. 

Wisconsin—Second instalment of Income Tax due on or before 
August 1.—Domestic and Foreign Corporations. 

Wyominc—Annual Statement and License Tax due on or before July 1. 

—Domestic and Foreign Corporations. 
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The Corporation Trust Company’s 


Supplementary Literature 


In connection with its various activities The Corporation Trust Company publishes the 
following supplemental pamphlets, any of which will be sent without charge 
to readers of The Journal. Address The Corporation Trust Company, 
120 Broadway, New York, N. Y. 


Contracts You Can’t Enforce. Some interesting case-histories which 
show the advisability of a contractor getting his lawyer’s advice 


before undertaking construction work outside his home state, even if for the 
federal government. 


Delaware Corporations. Presents in convenient form a digest of the 
Delaware corporation law, its advantages for business corporations, 
the attractive provisions for non par value stock, and a brief summary of the 


statutory requirements, procedure and costs of incorporation—all reflecting the 
amendments adopted in 1941. 


Amendments to Delaware Corporation Law, 1941. Contains complete 
text of the amendments adopted at the 1941 session of the legislature, 
giving for each one a brief explanation of its purpose and effect. 


Spot Stocks—and Interstate Commerce. Treats, in a general and 
informal way. of the relation between the carrying of goods in 


warehouses in outside states and the statutory obligations which that activity, in 
some states, places on the corporation owning the goods. 


What Constitutes Doing Business. (Revised to March 15, 1939.) A 


184-page book containing brief digests of decisions selected from 
those in the various states as indicating what is construed in each state as “doing 
business.”” The digests are arranged by state, but a Table of Cases and a Topical 
Index make them accessible also by either case name or topic. There is also a 
section containing citations to cases on the question of doing business such as 
to make the company subject to service of process in the state, 


When a Corporation Leaves Home. A simple explanation of the 


reasons for and purposes of the foreign corporation laws of the 
various states, and illustrations of when and how a corporation makes itself 
amenable to them. Of interest both to attorneys and to corporation officials. 


We've Always Got Along This Way. This is a 24-page pamphlet 
giving brief digests of cases in various states in which corporation 
officials wh» had thought they were getting along very well with statutory repre- 
sentation by a business employe suddenly found themselves penalized in unu:ual 


and often embarrasing ways: such as one company that had to pay its employe- 
representative’s alimony. 


What! We Need a Transfer Agent? Nonsense! The foregoing is the 


title of a pamphlet which describes in detail, with many illustrations, 
the exact steps through which a stock certificate goes in being transferred from 
one owner to another by an experienced transfer agent—purpose being to enable 
any corporation official to judge more accurately whether or not his own company 
should use the services of a transfer agent. 


Judgment by Default. Gives the gist of Michigan Supreme Court case 
of Rarden v. Baker and similar cases in other states, showing how 
corporations qualified as foreign in any states and weniee their business em- 

e 


ployes as statutory representatives are sometimes left defenseless in personal 
damage and other suits. 


A Corporation’s Achilles Heel. Containing the complete text of the 


opinion of the Supreme Court of the United States in State of 
Washington ex rel. Bond & Goodwin & Tucker, Inc. v. Superior Court, State of 
Washington. of the Supreme Court of New Mex'co in Silva v. Crombie & Co., 
and of the Supreme Court of Michigan in Rarden v. R. D. Baker Co.—three 
decisions of great significance to attorneys of corporations qualified in one or 
more states. 





The Tax Research Foundation 
announces 


New Ninth Edition 


TAX SYSTEMS 


A Year Book of Legislative and Statistical Information 
Including All the States of the United States 


Here in large scale charts and tables are essential data 
for the federal government, each of the 48 states, and 
Canada. In addition, selected revenue statistics are set 
forth for 20 Latin American countries. 


Charts cover federal, state, and local tax systems, 
revenue yields, comparative data, etc. 


Prepared under the sponsorship of the New York Tax 
Commission with the collaboration of leading tax authori- 
ties in this country and abroad, and published for The 
Tax Research Foundation by Commerce Clearing House, 
Inc., 214 N. Michigan Avenue, Chicago, Illinois. 


Over 200 charts and tables 
390 pages, 12x15, durably bound 
price, $8.75 per copy 


Commerce Clearing House, Inc. 
214 N. Michigan Ave., Chicago 


Send us a copy of TAX SYSTEMS, New Ninth Edition, 390 pages, 12x15 inches, 
durably bound, price $8.75. Returnable in 15 days for full credit, if we wish. 


I iiss Coesaientens asain ovniccbdibicedabcinud Enboeeaneldepiana 
Attention 


Address 





THE CORE ORATION TRUST COMPANY 


120 BROADWAY, NEW YORK, N. Y. 


Posrmaster—If undeliverable For Any Reason, notify 
sender, stesing reason (and new address, if known, 


if addressee has moved) on [Form 3547 | postage for 
which is guaranteed. 
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* 
* 
Even if we didn’t want to lend our * 
money to our own government for * 
the equipment and maintenance of its 7 
soldiers and sailors in these danger- * 
ous times, where else could we keep * 
it as safely as in that government’s * 
bonds? Even the unsentimental in- * 
vestment services recommend United 7 
States War Bonds as the present day’s « 
safest investment. re 
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